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selling price can then be fixed by
the addition of a percentage to be
decided upon as profit.

The costing system of contrac-
tors, printers, engineers, etc,, is, in
effect, the keeping of a separate
account for each contract. Every
item of expenditure is carefully
analysed, and charged or debited
to the contracts concerned. Each
contract account is credited with
the sums receivable in respect of
the contract, and the final differ-
ence is the profit or loss on account
of that particular contract.

Cost of Living. Term mean-
ing the expenditure required to
maintain some defined standard of
living. The reasons for calculating
such expenditures are various. It
may be desired to compare the
cost of living at some defined
standard in two places or at differ-
ent-times, or to discover whether
the incomes of particular groups
in the population are sufficient to
maintain a given standard of life,
or to compare the cost of living
with money wage rates to find out
whether real wages are changing
pari passu with money wages.

Most commonly the costs of
living that are the subject of
measurement are either a bar*e
physical subsistence or some
higher standard allowing for some
comforts and pleasures, often
called a " human needs standard,"
or some customary standard
achieved by a particular group in
the population. When attempts
are made to use such measure-
ments to compare the cost of living
in different countries even a physi-
cal subsistence standard is diffi-
cult to define, for the accepted
physical needs of different peoples
in different climates differ, e.g. a
Chinese labourer can live on less
food of various sorts than can a
British labourer.

Even in the same country de-
finition is difficult, for although
the physiologists have calculated
the minimum nutrients required
by persons of different sex and age,
education and custom dictate the
sources from which people are will-
ing to obtain them, e.g. it is no
good basing a minimum diet for a
Londoner mainly on oatmeal and
herrings. Nor is the need for
shelter, clothing, household equip-
ment, and emergencies susceptible
to precise scientific measurement.
Definition of a " human needs
standard " is more arbitrary still,
for what are regarded as reason-
able minimum comforts is in the
main a matter of social custom and
the wealth of the community as a
whole. For instance, should beer
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	175
	1937
	154

1925
	176
	1938
	156
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1927
	167-5
	1940
	184

1928
	166
	1941
	199

1929
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	100
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* Years 1948-51 excluded as index-
not on a comparable basis

or tobacco, newspapers, television
sets be taken into account ?

Despite the difficulties, at-
tempts to calculate the cost of liv-
ing at various standards at dif-
ferent times is of great importance
in the study of social and economic
questions. It is clear, for in-
stance, that if incomes of old-age
pensioners, or of the families of
unemployed workers, are insuffici-
ent to provide for the cost of living
at a " human needs standard,"
a fortiori the physical subsistence
level, some action is needed accord-
ing to ordinary humanitarian
standards. The measurement of
the cost of living is of great im-
portance in periods of changing
price levels, incomes, and size of
families, for incomes ample at one
date may be insufficient at another.

Measurement of the cost of liv-
ing at some particular customary
standard, e.g. of workers in a
particular industry, is also import-
ant, for numerous wage agree-
ments allow automatic changes
in wage-rates corresponding to
changes in the cost of living.
Arguments for increased wages in
general are also often based on
alleged changes in the cost of living
at the standard which the workers
concerned regard as proper.

The cost of living can be cal-
culated in various ways according
to the purpose in hand. In in-
vestigations into the existence of
acute poverty and for special pur-
poses, e.g. during war time, it is
usual to work out the details such
as minimum quantities of foods
required, and calculate the cost of
obtaining them ; changes in that
cost can be calculated by means of
a suitably weighted index-number
of prices.

For measuring changes in the
cost   of   a   customary   standard
of  living  a  different  method is
required.     Collections   of   family
budgets   of   the   class   or   group
concerned are needed, and average,
or normal,   consumption   of   the
various goods and services included
must be computed for a normal
or   typical   family.      Using   this
information,     an     appropriately
weighted index-number of  prices
of the goods and services included
provides a measure of changes in
the cost of living at the standard
customary for a particular group
in  the  population.   The  cost-of-
living index-number in the United
Kingdom is of this type.    It was
based on information in a collection
of working-class budgets made by
the board of trade in 1904, and
was based and worked out ori-
ginally  on  1914 prices.     In the
following  20 years  working-class
habits   of   consumption   changed
with changing real income and as
new  products  became   available.
A new collection of budgets was
therefore made by the ministry of
Labour in 1937-38.   Utilisation of
the new data was interrupted by
the Second Great War, but it was
later estimated that the differences
in the change in the cost of living
measured by the existing index-
number  and  one  based  on  the
1937-38 budgets would have been
relatively slight.   This was due to
the fact that the prices of those
goods included in the original bud-
gets and of those included in the
newer ones had moved in much
the same way.   Nevertheless, the
old    cost-of-living   index-number
was replaced in 1947 by an index -
number of the retail prices of goods
consumed by working-class fami-
lies   weighted   according   to   the
pattern of consumption shown by
the budgets and by later informa-
tion.   The misleading title u cost-
of-living     index-number"     was
dropped.    The weighting of  the
new index-number was modified in
1952 in the light of further in-
quiries into changes in the pattern
of working-class consumption. Con-
sult Ministry of Labour Gazette;
Annual Abstract of Statistics of the
U.K.; Interim Index Number of
Retail Prices; Method of Construc-
tion and Calculation (all H.M.S.O.).
Costs (Lat. constare, to consist).
Term applied in England to legal
expenses.   In litigation there are
party and party costs, which the
loser of an action has to pay to the
winner;   and solicitor and client
costs, which a client has to pay to
his own solicitor. These are usually
substantially   greater   than    the